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i  PLAN  TO  AID  FARMERS  IN  OBTAINING  LONG-TIME  LOANS  AT  LOW 
RATES  OF  INTEREST  TO  BOY  AND  IMPROVE  HOMES, 


ddress  of  Hon.  B.  B.  Hare,  assistant  in  agricultural  education  and  rural  economics, 
t  inted  States  Department  of  Agriculture,  at  the  Conference  for  the  Common  Good 
Columbia,  S.  C.,  August  6-7,  1913.  ’ 


Assuming  that  it  is  in  obedience  to  nature’s  law  and  in  keeping 
nth  the.  ideals  of  American  independence  for  men  to  own  the  land 
pon  which  they  are  to  establish  and  foster  their  homes  and,  ass  urn- 
lg  further,  that  our  social  and  economic  conditions  demand  that 
iie  rising  tide  of  tenancy  shall  be  checked  and  turned  back,  it  is 
ppropnate  that  you  have  come  together  in  this  conference  with  the 
ope  of  ai living  at  some  plan  which,  if  worked  out,  will  eventually 
id  the  tenants  of  South  Carolina  to  become  owners  of  the  soil  they 
re  to  cultivate.  J 

Scientists  tell  us  that  an  evil  may  be  exterminated  bv  simply 

3moymg  the  cause. .  In  order,  therefore,  that  we  might  suggest  a 

an  lor  the  elimination  of  tenancy— one  of  the  great  economic  evils 

f  our  country— it  is  essential  that  we  first  find  out  the  underlying 

ause  or  necessity  for  it.  I  am  convinced  that  it  is  attributable  either 

}  f  1?ck  °*  initiative  or  incentive  on  the  part  of  the  tenant  or  the 

j  91  cap!t or  credit.  If  due  to  the  first,  the  cause  will  be  removed 

aly  by  an  education  that  will  change  the  viewpoint  that  the  average 

inner  or  farmer  boy  has  of  farm  life,  by  increased  energy  and  by° a 

lore  mtelh^ent  application  of  business  "methods  to  the  business'  of 

inning.  11  due  to  the  second,  then  some  provision  must  be  made 

t  supplying  the  tenant  with  necessary  capital  or  credit.  I  am 

ware  that  the  application  of  better  business  methods  to  the  various 

rm  activities  would  mean  greater  returns  to  the  farmer,  whether 

3  be  tenant  or  owner,  and  with  greater  returns  will  come  greater 

rojits  and  greater  opportunity  for  credit.  But  when  I  understand 

iat  the  tenant  farmer  of  A  lsconsm  car  get  all  the  money  he  wants 

°in  5  to  7  per  cent  interest,  while,  according  to  report  made  by 

ie  (joverninent  last  April,  he  is  required  to  pay  from  8  to  12  per 

>  011  th  Carolina,  I  am  led  to  believe  that  a  very  large  per  cent 

our  increased  rate  of  tenancy  is  primarily  due  to  a  lack  of  available 

ipital  or  credit.  More  radical  steps,  therefore,  than  a  mere  cam- 

ign  ot  education  will  have  to  be  taken;  steps  that  will  enable  ten- 

•  0  become  owners  after  they  have  become  sufficiently  impressed 

its  necessity;  steps  that  will  make  it  possible  for  tenants  to  bor- 

Z  wney  at  a  low  rate  of  in^rest  with  a  reasonably  long  term  in 
nich  to  repay  it.  J 

This  means  that  our  undeveloped  and  one-sided  system  of  economy 
t  be  revolutionized,  for  we  all  recognize  that  the  time  and  talent 
he  past  have  been  devoted  almost  wholly  to  the  improvement  of 
austry  and  commerce,  little  or  no  attention  having  been  given  to 
te  ec°nomic  development  of  agriculture— the  basis  of  all  industry. 
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ment  of  industries  and  msti  u  .  system  of  econoni 

sustained.  However,  this  one-si  e  ^  demandiug  that  public  an 

liEiHli Si^-5SS«sj 

with  the  subject  of  credi  and  m  to  ™  Concedes  that  tJ 
discuss  the  question  m  all  its  details,  ^very  t|, 

one  great  need  among  the  great  mass  ot  «  “  P  purchasiii 
is  cheaper  money  more  moMT-not  cheaper ^  P{  J 

PXnoShatE  Snl 

Farmed  ThS  SiXmiio  compbiintof  of  money  mt 

th.  Jn-'iV.-y  ..  tta.  L„,“o  2mm  Th.vl 

at  less  than  lega  rates  of  interest  »utn  ^ th  individual  fan 

not  care  to  and  do  not  readily  *"0f^ Interest  than  can  ;e 

mortgages  as  security  even  at  a  higher  rate  olm  ^  farm  pK|pe;v 

secured  elsewhere.  They  adn  ,  prefer  to  make  loans  a 

is  as  good  security  as  can  be  had  BbUg  not  in  acc.d 

city  property  even  at  a  lower  rate  of  interest  ^ms  t 

with  the  fundamental  principles  of  economy  > 

therefore.,  be  some  u'i(^  f^,i'^teW^'securFS  widely  dived 
inconvenience  of  havmg  to  ke  p  I  ag  or  ^  may  be  (Jue,( 

S  inadequacy  of  SS£  W 

s  stsSrsSs  srayr  4 

as  "  orss  sttrsss; 

S«irB  s»a£,sd 

whereby  the  btates,  imoug  <?  „110l  uncertainties  m  P 

large,  ehent  remove  the  ^'i^^say  that  tFe  farmer  and  o 

securities  offered  by  their  taime  .  J.  ther  by  provul 

thought  and  action  m  this  country. 
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Much  has  been  said  and  written  for  the  last  year  or  so  as  to  the 
tablishment  of  cooperative  systems  of  credit  for  the  farmer,  systems 
>rresponding  to. those  which  have  been  so  successfully  operated  in 
uropean  countries  for  a  generation  or  more.  Glowing  descriptions 
their  marvelous  success  and  growth  have  been  sent  broadcast 
roughout  the  country,  showing  their  methods  of  operation  and  how 
ey  have  rescued  the  European  farmer  from  economic  ruin.  No  one 
lestions  but  what  they  have  been  a  very  vital  factor  in  the  economic 
welopment  of  agriculture  in  a  number  of  instances,  but  no  one  who 
thoroughly  familiar  with  their  operation,  the  conditions  under 
rich  they  were  established,  and  the  conditions  under  which  they 
>uld  have  to  be  established  in  the  United  States  has  yet  been  heard 
say  that  either  or  any  of  them  could  be  established  as  they  exist 
other  countries  and  successfully  operated  in  the  United  States, 
ley  say  that  the  systems  would  have  to  be  changed  or  modified  so 
to  meet  the  requirements  of  social  and  economic  conditions  here, 
conditions  would  have  to  be  changed  by  a  campaign  of  education 
as  to  meet  the  requirements  of  the  systems.  Commissions  of 
rious  and  sundry  characters  are  being  sent  abroad  at  the  present 
ae  for  the  purpose  of  studying  these  systems  of  agricultural  credit 
d  their  methods  of.operation.  No  one  can  seriously  object  to  such 
:veys  or  investigations,  for  they  will  very  likely  give  an  inspiration 
all  who  go  and  take  part  in  the  work,  but  in  so  far  as  being  able 
shed  much  or  any  additional  light  on  the  subject  on  their  return  is 
estionable,  for,  according  to  investigations  recently  made,  little 
no  changes  have  been  made  in  these  systems,  apart  from  their 
>wth,  since  a  special  study  made  by  the  Uepartment  of  Agriculture 
1892,  more  than  20  years  ago.  Nevertheless,  it  is  hoped  that  the 
dy  will  result  in  the  formation  of  a  plan  which  will  meet  the  exi- 
lcies  demanded  by  the  American  farmer. 

[  do  not  mean  to  discredit  or  in  any  way  to  minimize  the  work  of  the 
iperative  credit  systems  of  European  countries,  because  I  believe 
y  will  eventually  become  a  part  of  our  agricultural  economy; 

;,  as  I  see  it,  the  cooperative  systems  hold  out  but  little  encourage- 
nt  to  the  tenant  farmer  of  this  country.  Those  organizations 
it  give  long-time  loans — one  of  the  first  essentials  in  any  credit 
tem  that  will  be  of  any  benefit  to  the  tenant— presuppose  in  their 
amzation  that  the  members  of  the  organization  shall  already  be 
downers,  and  those  that  provide  loans  on  personal  credit  as 
urity  do  so  only  for  limited  periods.  In  the  first  instance,  a 
ant  could  not  become  a  member,  and  would  therefore  not  be 
died  to  a  loan,  and,  in  the  second  instance,  the  short-time  loan 
ild  be  of  little  or  no  help  to  him  in  buying  and  paying  for  land, 
as  we  have  already  said,  it  is  .  highly  essential  that  the  loan  he 
ams  shall  be  for  a  period  covering  several  years. 

How,  then,  you  ask,  “is  the  tenant  to  be  aided  and  where  is  the 
ney  to  be  obtained  ?”  In  reply,  I  will  say  that  it  would  be  an 
y  matter  for  the  State  to.  assist  him  in  buying  a  home,  and  the 
iey  may  be  provided  for  in  one  of  two  ways:  First,  make  it  pos- 
e  for  South  Carolina  to  issue  bonds  to  a  certain  amount,  sell  the 
je  upon  the  market,  and  convert  the  income  into  a  loan  fund,  to 
let,  primarily,  to  tenants  or  farmers  owning  less  than,  say,  100 
®  °1  land,  making  the  conditions  such  that  no  loan  shall  be 
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granted  for  more  than  two-thirds  the  land  value  of  the  land  sought 
to  be  purchased,  requiring  the  tenant,  as  a  condition  precedent,  to 
furnish  the  other  one-third  to  pay  the  full  purchase  price. 

This  is  not  a  new  and  unheard-of  plan,  but  one  that  has  been  tried, 
and  tried  successfully,  in  New  Zealand,  Australia,  the  Philippine 
Islands,  and  in  a  number  of  Provinces  of  Canada.  The  plan  is 
simple  and  easily  comprehended  and  may  be  illustrated  by  showing 
just  what  has  been  done  in  New  Zealand,  where  theGovernment  issues 
and  sells  bonds,  the  income  from  which  is  loaned  to  settlers  at  the 
rate  of  5  per  cent  interest  for  periods  varying  according  to  the 
character  of  security  offered.  For  example,  if  the  value  of  the  lane 
or  the  applicant’s  interest  therein,  apart  from  the  improvements,  is 
not  less  than  three-fourths  of  the  amount  of  the  loan  asked  for  and  th( 
property  is  otherwise  satisfactory,  the  security  is  considered  firsi 
class  and  a  loan  may  be  granted  for  a  term  of  36J  years;  if  the  valui 
of  the  land  or  the  applicant’s  interest  therein,  apart  from  improve 
ments,  exceeds  one-third  but  does  not  equal  three-fourths  of  tin 
amount  of  the  loan  and  the  property  is  deemed  otherwise  satisfactory 
the  security  is  considered  sec  ond  class  and  a  loan  will  be  made  onb 
for  30  years;  and  if  the  value  of  the  land  or  applicant’s  interes 
therein  does  not  exceed  one- third  the  amount  of  the  loan,  the  security 
is  considered  third  class  and  the  loan  will  be  granted  for  a  term  o 
only  20  years.  However,  these  are  only  maximum  terms  for  loans 
the  borrower  being  allowed  to  pay  off  the  entire  debt  at  any  tim 
within  the  term  he  may  desire  to  do  so. 

The  table  given  below  will  serve  to  illustrate  the  plan  of  repaymen 
which  must  be  adopted  by  any  system  of  rural  credit  if  it  is  to  be  c 
any  advantage  to  the  tenant.  And  I  might  say  just  here  that  th 
great  rural  credit  problem,  apart  from  its  relation  to  the  tenar 
farmer,  sinks  into  one  of  doubtful  magnitude. 

TWENTY -YEAR  LOANS. 


Table  of  'prescribed  installments  of  $80.24  for  every  $ 1,000  loan. 


First . 

Second . 

Third . 

Fourth . 

Fifth . 

Sixth . 

Seventh . 

Eighth . 

Ninth . 

Tenth . 

Eleventh _ 

Twelfth . 

Thirteenth. . 
Fourteenth . 
Fifteenth . . . 
Sixteenth . . . 
Seventeenth 
Eighteenth.. 
Nineteenth. 
Twentieth .  . 


Number  of  yearly 


installments. 


Apportionment  of 
installments. 

Amount 

payable 

each 

year. 

Balanc 
of  prir 
cipal 
owing 

Amount 
of  in¬ 
terest 
at  5 

per  cent. 

Amount 

of 

amortiza¬ 

tion 

$50. 00 

$30. 24 

$80.  24 

$969 

48.48 

31.76 

80.  24 

938 

46.90 

33.34 

80.  24 

904 

45. 23 

35.01 

80.24 

869 

43. 48 

36.76 

80.24 

832 

41.64 

38.60 

80. 24 

794 

39.71 

40.53 

80.24 

753 

37.68 

42.56 

80.24 

.  711 

35.56 

44.68 

80. 24 

666 

33.33 

46.91 

80.24 

619 

30.98 

49.26 

80.  24 

570 

28.51 

51.73 

80.24 

518 

25.93 

54.31 

80.24 

464 

23. 21 

57. 03 

80.24 

407 

20.36 

59.88 

80.24 

347 

17.37 

62. 87 

80.  24 

284 

14.23 

66.01 

80.24 

218 

10.92 

69.32 

80.24 

149 

7.46 

72.78 

80.  24 

76 

3.82 

76.42 

80.  24 

No 
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It  will  be  seen  from  this  table  that  when,  in  case  of  a  $1,000  loan, 
l.e  borrower  has  made  a  payment  of  $80.24  each  year  for  a  term  of 
I  years,  the  entire  loan,  principal  and  interest,  is  discharged.  Each 
installment  includes  a  payment  covering  the  interest  due  and  a  pay- 
:ent  to  apply  toward  the  reduction  of  the  principal  of  the  loan. 
I.asmuch  as  the  payments  are  uniform  in  amount  that  part  of  each 
jstallment  which  applies  to  the  discharge  of  the  principal  of  the  debt 
lows  larger  as  the  part  going  to  interest  grows  smaller. 

The  benefits  derived  from  such  a  system  of  long-time  loans  are 
iany.  Contrasted,  in  the  first  place,  with  other  money-lending 
;encies,  the  overhead  charge  or  expense  of  negotiating  loans  is  much 
?s.  In  the  second  place  it  insures  lower  rates  of  interest,  makes 
sier  terms  of  payment,  removes  that  constant  fear  of  foreclosure, 
id  encourages  thrift  and  economy. 

iln  the  first  instance  the  borrower  is  charged  the  lowest  possible 
ijcessary  expense  for  examining  his  security  and  handling  his  applica- 
jpn  for  a  loan,  being  thus  relieved  of  the  expense  of  the  commission, 
b,  or  discount  usually  exacted  by  private  loan  agencies.  The  long- 
rm  provision  saves  him  the  further  expense  of  periodically  renewing 
fe  loan  in  case  he  needs  to  continue  it  for  a  considerable  length  of  time. 
iThe  low  rate  of  interest  is  made  possible  by  the  fact  that  the  State 
pi  usually  secure  the  money  cheaper  than  other  agencies.  New 
^aland,  for  example,  sells  her  bonds  upon  the  money  markets  of  the 
arid  as  low  as  3  and  3^  per  cent.  The  difference  between  this  rate 
Id  the  5  per  cent  secured  for  the  use  of  the  money  not  only  pays  all 
ipenses  incurred  by  the  State  in  the  administration  of  the  work, 
It,  according  to  official  reports,  the  New  Zealand  Government  has 
^de  a  profit,  amounting  in  recent  years  to  about  $300,000  annually. 
The  s}^stem  not  only  relieves  the  borrower  of  that  constant  fear  of 
jreclosure  which  oppresses  the  average  farmer  who  has  a  mortgage 
l  his  farm  and  is  payable  in  a  lump  sum,  but  it  will  encourage  thou- 
nds  of  young  tenants  to  buy  farms  and  pay  for  them  when  other- 
se  they  are  deterred  from  such  an  undertaking  on  account  of  the 
ar  of  foreclosure. 

Another  decided  advantage  to  such  a  system  is  the  inducement  to 
rift  which  it  offers.  The  borrower  being  required  to  set  aside  par- 
(his  current  earnings  every  year  almost  forces  him  to  be  thrifty  and 
the  same  time  economical.  He  must  save  his  annual  payment 
pt  as  he  saves  his  taxes  or  his  premium  for  his  life  insurance. 

It  is  worth  while  to  consider  just  what  such  a  system  of  State- 
aranteed  loans  has  meant  to  the  farmers  of  New  Zealand  since  the 
^ssage  of  the  act  in  1894  authorizing  the  issuance  of  bonds  upon 
lich  to  borrow  money  to  be  loaned  to  settlers.  The  official  report 
■ued  November  30,  1912,  states  that  from  the  time  the  Government 
gan  to  make  loans  to  settlers  in  1895  up  to  March  31,  1912,  loans 
d  been  made  to  32,783  settlers,  amounting  to  over  $60,000,000, 
only  33  of  the  mortgages  taken  as  securities  had  been  foreclosed, 
the  32,783  loans  made,  17,897  were  still  outstanding;  the  remain- 
?  14,886,  or  45  per  cent  of  all  the  loans  made,  had  been  repaid  to 
e  Government.  It  is  seen,  therefore,  that  a  very  large  proportion 
the  borrowers  are  able  to  discharge  their  indebtedness  to  the  State 
lg  before  the  end  of  the  maximum  periods  for  which  they  are  per- 
itted  to  let  their  loans  run. 
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The  work  of  the  system  has  not  been  spasmodic  or  intermittent, 
but  has  had  a  normal,  healthy,  and  continuous  growth,  as  shown  by 
the  transactions  for  the  last  six  years,  found  in  the  following  table: 

ADVANCE  TO  SETTLERS.  1 


Transactions  during  each  of  the  six  financial  years,  1907-1912,  and  the  total  to  March  31. 

1912. 


Transactions. 

1906-7 

1907-8 

1908-9 

1909-10 

1910-11 

1911-12 

Number  applications  received. 
Amount . 

2,420 
$999, 461 
2,098 
$819, 190 
$767,730 
$340,111 

3,183 
$1, 668, 135 
2,955 
$1,355,450 
$1,197,416 
$568, 655 

4,471 
$2,050,252 
3,078 
$1,202,995 
$1,493,836 
$539, 163 

4,131 
$1,539, 150 
3,201 
$1,038,340 
$1,095,120 
$545, 528 

4,957 
$2, 122, 749 
3,571 
$1,282,880 
$1,204,310 
$726,  714 

5,35. 
$2, 593,08 
4,61 
$2, 191,30 
$2,174,08 
$1,018,28 

Number  applications  granted. 
Amount . 

Amounts  advanced . 

Amounts  repaid . 

Think  of  New  Zealand  with  a  population  of  only  1,100,000 — jus 
about  half  of  the  population  of  the  State  of  Virginia  and  less  thai 
the  population  of  South  Carolina— loaning  to  its  settlers,  with  thei 
farms  as  security,  over  $60,000,000  at  the  rate  of  5  per  cent  interes 
and  for  periods  varying  from  20  to  36 J  years.  These  loans  wer 
granted,  as  we  said  above,  to  32,783  settlers,  just  100  less  than  th 
total  number  of  white  tenants  in  the  State  of  Virginia  and  abou 
2,000  less  than  the  corresponding  number  in  South  Carolina.  Th 
average  loan  was  about  $2,000  and,  as  already  noted,  14,884,  or  4 
per  cent,  of  them  have  been  repaid  long  before  the  expiration  of  tli 
loan  period,  and  only  33,  up  to  the  31st  of  March,  1912,  had  faile 
to  live  up  to  the  contract. 

Suppose  that  the  State  of  South  Carolina,  with  a  larger  populatio 
than  New  Zealand,  would  do  for  her  tenants  what  New  Zealand  hs 
done  for  her  settlers  ;  suppose  South  Carolina  would  loan  to  her  ter 
ants  $1,000  each,  half  as  much  as  New  Zealand  has  to  her  settlors - 
why,  we  would  soon  see  her  waste  and  idle  lands  converted  into  sma 
but  productive  farms,  occupied  by  a  happy  and  contented  peopl 
Let’s  go  a  little  further.  South  Carolina,  according  to  the  last  censu 
had  34,926  white  and  76,295  colored  tenant  farmers,  and  had  70,58 
farms,  ranging  from  20  to  50  acres,  with  an  average  land  value  of 
little  over  $28  per  acre.  These  farms  will  average  33  acres  each,  an 
a  loan  of  $500  would  enable  thousands  of  one-horse  tenants  and  farn 
ers  who  are  merely  eking  out  a  living  to  establish  themselves  pe 
manently  on  their  own  farm,  make  an  honest  living,  contribute  1 
the  development  of  the  country,  and  add  to  the  prosperity  of  the  cit  I 
zenship  of  the  State.  It  is  shown,  further,  that  South  Carolina  hi 
33,147  farms  containing  on  an  average  of  about  70  acres  each,  wil 
an  average  land  value  of  less  than  $26  per  acre.  An  average  loan  ■ 
$1,000  on  each  of  these  farms  would  enable  tenants  to  take  up  a  larg 
number  of  them,  for  according  to  census  reports  more  than  50  p 
cent  of  the  acreage  is  still  unimproved  land.  What  per  cent  is  uno 
pied  statistics  do  not  show.  In  addition,  South  Carolina  has  19, 4‘ 
farms  containing  from  100  to  174  acres,  or  an  average  of  126  acr 
each,  with  an  average  land  value  of  about  $19  per  acre.  An  averaj 
loan  of  $1,500  on  these  farms  would  be  amply  secured  and  the  ava 
ability  of  such  loans  would  mean  much  toward  the  rehabilitation 
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griculture  in  the  State.  These  three  classifications  of  farms  repre- 
3nt  over  63  per  cent  of  the  total  number  of  farms  and  over  60  per 
3nt  of  the  total  acreage  of  the  State. 

What  has  been  said  of  South  Carolina  relative  to  State  aid  for  the 
urpose  of  promoting  the  occupation,  cultivation,  and  improvement 
f  the  agricultural  lands  of  the  State  may  be  said  of  not  only  every 
fher  southern  State,  but  practically  every  State  in  the  Union. 

;  The  other  plan  I  have  to  suggest,  and  I  might  say  one  which  I 
link  could  be  more  successfully  operated,  is  one  involving  the  estab- 
diment  of  a  State  institution  to  be  known  as  the  State  land-mort- 
ige  bank.  It  would  not  be  a  stock  corporation  and  make  loans  or 
3  what  is  known  as  a  general  banking  business,  but  in  exchange  for 
3cepted  mortgages  it  would  be  authorized  to  issue  bonds  of  equal 
nount  in  various  denominations.  For  instance,  if  a  tenant  should 
ant  a  loan  of  $1,000  with  the  farm  he  proposed  to  buy  as  security 
id  the  bank  should  consider  it  ample  protection,  it  would  issue  and 
ve  to  him  interest-bearing  bonds  of  whatever  amounts  he  should 
isire.  Of  course  the  loan  should  not  exceed  two-thirds  the  value  of 
te  land.  The  bonds  would  usually  be  for  $25,  $50,  $100,  $500,  or 
.  ,000.  The  farmer  could  sell  them  himself,  have  his  local  bank  to  do 
\  or  they  could  be  sold  by  the  State  bank;  or,  to  insure  effectiveness 
id  greater  stability,  I  would  suggest  in  this  connection  the  establish¬ 
ment  of  a  national  land-mortgage  bank,  the  functions  of  which 
jould  be  to  substitute  its  own  bonds  or  guarantee  those  of  the  State 
pd-mortgage  bank  and  aid  in  negotiating  and  marketing  the 
>nds  issued  by  such  bank.  Such  an  institution  would  add  an  addi- 
inal  guaranty  to  the  bonds  and  at  the  same  time  give  them  a  repu- 
|tion  that  would  command  the  highest  prices  in  the  markets  of  the 
prld.  The  State  land-mortgage  bank,  however,  would  be  primarily 
bble  upon  the  bonds,  the  State  standing  security  for  them  to  the 
itional  land-mortgage  bank.  In  case  the  farmer’s  bond  or  bonds 
ould  bear  interest  at  4  per  cent,  he  would  pay  4\  per  cent  interest 
l  the  loan,  the  one-half  per  cent  to  be  used  in  paying  the  operating 
penses  of  the  bank  and  to  build  up  a  reserve  fund. 

In  addition,  the  per  cent  to  apply  to  the  amortization  of  the  prin- 
P  .  *.  _  y  maximum  of  which  would  be  determined 

the  amount  the  borrower  feels  he  can  contribute  toward  the  re- 
yment  of  the  principal  annually.  I  suggest  an  annual  instead  of 
i semiannual  payment  for  the  reason  that  the  average  farmer’s 
oney  crop  comes  on  but  once  a  year. 

The  fundamental  idea  in  the  plan  is  well  illustrated  by  the  work 
'd  progress  of  the  Norwegian  Bank  for  Laborers’  Holdings  and  Dwell- 
gs,  established  under  an  act  of  the  Norwegian  Parliament  in  1903, 
oviding  for  loans  to  needy  laborers  or  farmers  for  the  purpose  of 
rchasing  land  and  erecting  buildings.  In  describing  the  organiza- 
'n  and  operations  of  this  bank  it  is  sufficient  to  say  that  the  bank  is 
pitalized  out  of  State  funds,  the  capitalization  amounting  at  present 
10,000,000  crowns;  the  bank  obtains  funds  needed  for  loans  by 
■ue  of  bonds  to  bearer,  guaranteed  by  the  State.  It  may  issue 
^nds  to  six  times  its  capital,  or,  at  present,  60,000,000  crowns.  The 
|ns  are  granted  for  two  purposes:  (1)  Those  for  the  pui chase  of 
all  farms,  and  (2)  those  for  erecting  buildings,  the  loans  for  pur- 
asmg  lands  being  granted  at  3 b  per  cent  interest  at  most,  either 
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direct  to  persons  “ without  means”  on  tlie  security  of  the  commum 
they  inhabit,  or  to  rural  communes  for  the  purchase  and  preparatioi 
of  land  for  subdivision  into  allotments  for  laborers.  Loans  for  th< 
purpose  of  erecting  dwellings  are  made  upon  similar  terms,  excep 
a  maximum  of  4  per  cent  interest  is  allowed.  For  a  loan  of  the  firs 
class  repayment  of  the  principal  begins  in  the  sixth  year  and  for  th< 
second  class  in  the  third  year. 

To  be  entitled  to  contract  a  loan  for  a  laborers’  holding  one  mus 
be  a  Norwegian  citizen,  whether  man  or  woman,  without  means,  an< 
must  have  been  pronounced  by  a  committee,  provided  for  by  lav 
capable  of  possessing,  cultivating,  and  keeping  up  the  laborers’  hold 
ing  as  a  farm.  It  is  required  further  that  tiie  borrower  be  not  alread; 
the  owner  of  an  estate  of  more  than  1,500  crowns  ($402),  and  th 
holdings  purchased  shall  not  be  less  than  50  ares  of  land,  cultivate* 
or  not,  and  at  most  200  ares  of  cultivated  land. 

Loans  may  be  granted  up  to  nine-tenths  the  value  of  the  land  pui 
chased,  excluding  buildings.  The  amount  of  the  loan  is  paid  to  th 
borrower,  who  gives  in  exchange  a  mortgage  bond  in  due  form.  Th 
part  of  the  loan  intended  for  buildings  to  be  erected  is  paid  in  instal 
ments  as  the  work  progresses. 

Loans  granted  for  laborers’  holdings  from  1903  to  1912  numbere 
11,579,  amounting  to  16,098,430  crowns,  and  the  loans  for  dwelling 
for  the  same  period  numbered  8,142,  amounting  to  11,161,057  crown; 

I  anticipate  that  objection  wall  be  made  to  both  of  the  suggeste 
plans  on  the  ground  that  they  seem  to  be  paternalistic  or  socialist] 
m  their  tendencies.  It  is  not  my  purpose  to  discuss  here  the  princ 
pies  of  paternalism,  but  I  might  say  that  we  generally  think  of  it  i 
that  principle  or  theory  of  government  which  contributes  material! 
to  the  welfare  of  its  people  without  demanding  or  expecting  an  equr 
alejit  return  from  them.  Here  the  State  does  not  give  to  the  tenai 
1  cent  without  demanding  its  return  with  an  additional  sum  to  pa 
for  every  item  of  cost  incident  to  the  transaction.  In  establishir 
the  land-mortgage  bank  the  State  or  Government  contributes  nothir 
as  a  gift  to  the  tenant,  but  only  furnishes  the  necessary  machine] 
for  converting  farm  mortgages  into  negotiable  paper  that  will  cor 
mand  purchasers  upon  the  market  as  readily  as  municipal  bonds  < 
Government  bonds.  Some  of  the  ablest  men  in  South  Carolina  i 
well  as  in  other  sections  of  the  country  are  to-day  advocating  loa] 
to  farmers  by  the  Federal  Government  with  no  further  security  th; 
warehouse  certificates  on  corn,  wheat,  and  cotton  stored  in  war 
houses  fully  insured.  I  must  say  that  I  fail  to  see  the  difference 
principle  for  an  individual  State  to  make  loans  or  authorize  loa: 
to  its  tenants  with  which  to  buy  land,  with  the  land  itself  as  securit 
and  the  Federal  Government  loaning  money  to  the  same  parti 
upon  a  security  less  desirable. 

Others  may  object  to  the  suggested  plan,  saying  that  because 
corruption  or  political  influence  it  could  not  be  successfully  operat 
in  the  United  States.  In  making  a  charge  of  this  kind  against  t, 
stability  and  efficiency  of  our  political  institutions  they  forget  thjl 
eight  of  the  American  States  are  already  authorized  by  law  to  lei  j 
money  to  farmers,  and  they  are  doing  so  very  successfully.  As  broug  jl 
out  by  a  recent  investigation  made  by  the  Wisconsin  State  Board 
Public  Affairs,  the  constitution  of  Idaho  provides  for  the  lending 
permanent  educational  funds  to  farmers,  and  the  State  had  in  19 
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fre r  $1,500,000  outstanding  in  such  loans.  The  law  provides  that 
j  loan  to  any  one  person  shall  exceed  $5,000.  The  State  has  been 
ranting  loans  of  this  kind  for  the  last  20  years,  and,  as  brought  out 
i  the  investigation  iust  referred  to,  not  over  a  half  dozen  foreclosures 
nve  been  made,  nor  in  any  of  these  has  the  State  sustained  a  loss 
*  a  single  cent. 

The  constitution  of  Indiana  provides  for  loaning  its  common-school 
Jnd  on  real  estate  security  at  6  per  cent  interest  on  loans  not  exceed- 
ig  $4,000  each  and  for  periods  not  exceeding  five  years.  Loans  are 
iade  by  the  county  auditor,  and  counties  are  held  responsible  to  the 
late  for  losses  incurred  through  the  corruption  or  incompetency  of 
ounty  officials. 

The  State  of  Iowa  has  pretty  much  the  same  arrangement,  only  it 
cacts  only  4J  per  cent  interest  from  the  counties  making  the  loans, 
ae  counties  usually  receiving  from  5  to  6  per  cent.  The  system  has 
hen  in  operation  in  the  State  for  about  65  years.  For  the  first  20 
pars  its  work  was  not  satisfactory,  but  the  plan  of  administration 
ms  changed  about  1860  and  since  then  the  work  has  been  more 
accessful,  until  nowq  according  to  the  report  recently  issued  by  the 
isconsin  State  Board  of  Affairs,  ‘‘the  State  auditor  is  not  able  to 
fant  all  the  applications  for  loans  accepted  by  the  county  authorities.” 

1  North  Dakota  has  had  authority  to  make  loans  to  farmers  ever 
s'ice  it  became  a  State  in  1889,  but  made  little  progress  until  1907, 
Tien  a  law  was  passed  reducing  the  interest  from  6  to  5  per  cent, 
rom  then  to  June  1,  1912,  the  State  had  made  983  loans,  aggregating 
3,646,462.85. .  The  loans  are  made  only  on  first  mortgages  of  real 
ftate  as  security .  The  term  of  the  loan  or  mortgage  must  not  exceed 
r  years,  and  the  rate  of  interest  is  only  5  per  cent.  The  first  five 
pars  the  borrower  is  not  required  to  repay  any  of  the  principal,  only 
te  interest  being  required.  The  law  provides  that  at  least  one-third 
d  the  permanent  school  funds  of  the  State  must  be  loaned  to  farmers 
0-  farm  mortgages  and,  according  to  a  statement  made  last  year  by 

r6j°j  Cer  *n  c^iar^e  mortgage  and  bond  division  of  the  State 

lid  department,  the  school  fund,  when  the  school  lands  are  all  sold 
vll  exceed  $50,000,000.  This  means  that  the  State  will  eventuallv 
rve  at  least  $17,000,000  to  loan  the  farmers — enough  to  loan  the 
taants  of  the  State  at  the  present  time  over  $1,500  each.  According 
t  the  report  referred  to  above,  the  officer  in  charge  of  the  State  land 
cpartment  said  last  June: 

rhere  has  been  one  mortgage  foreclosure,  and  the  land  was  sold  afterwards  on  coll¬ 
ect  at  a  profit  to  the  State.  The  State  has  never  lost  a  cent  by  such  investments,  and 
-s  s\stem  has  in  all  probability  had  some  effect  in  reducing  the  rate  of  interest 
c  irged  by  private  money  lenders. 

Oklahoma  has  made  about  3,500  loans  to  farmers  since  it  became 
ptate  m  1907,  aggregating  over  $4,000,000.  The  loans  are  made 
k  terms  of  5  years  and  at  5  per  cent  interest.  According  to  the  last 
nort  of  the  commissioners  of  the  land  office  no  foreclosures  have 
Ren  made,  and  the  only  change  contemplated  is  to  lengthen  the 
km  of  loans  from  5  to  10  years. 

‘Oregon,  South  Dakota,  and  Utah  have  similar  laws  authorizing 
Inns  to  farmers.. 

It  will  be  observed  that  in  either  of  the  plans  suggested  the  State 
Ues  the  initiative.  Under  the  first  plan  it  issues  and  sells  bonds 
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and  loans  the  money  direct  to  the  tenant,  taking  a  mortgage  of  the 
purchased  farm  as  security.  Under  the  second  plan  a  land-mortgage 
bank  is  provided  for  by  the  State  legislature,  such  bank  to  issue 
bonds  upon  accepted  mortgages  on  real  estate,  the  amount  of  the 
bond  or  bonds  not  to  exceed  two-thirds  the  value  of  the  land  mort¬ 
gaged.  In  case  a  national  land-mortgage  bank  should  be  established 
by  Congress,  the  bonds  should  be  negotiated  and  sold  through  it, 
otherwise  they  would  be  sold  principally  by  the  State  land-mortgage 

bank.  ...  jl 

Under  the  first  plan,  the  State  being  primarily  liable  on  the  bonds 
issued,  they  would  readily  command  a  market  with  favorable  rates 
of  interest,  and  the  fact  that  the  bonds  are  issued  by  a  State  institu¬ 
tion  under  the  second  plan  would  give  them  practically  the  same 
standing  on  the  market  as  the  State  bonds.  I 

The  conditions  under  which  loans  will  be  made  must,  of  course,  be 
worked  out  and  determined  by  the  individual  States.  However, 
there  are  certain  essentials  that  must  not  be  overlooked.  For 
instance,  loans  should  be  made  primarily  to  tenants  or  farmers 
who  need  the  assistance;  the  borrower  should  be  required  to  have 
had  at  least  one  year  of  actual  experience  on  the  farm;  loans 
should  not  exceed  two-thirds  the  land  value  of  the  farm  mortgaged; 
a  minimum  and  maximum  amount  should  be  fixed;  that  is,  loans 
should  not  be  less  than,  say,  $250  or  more  than  $6,000,  preference 
being  given  to  small  loans;  the  rate  of  interest  should  not  be  over  5 
per  cent;  the  term  should  not  exceed  20  years,  with  the  privilege  oi 
paying  the  full  amount  at  any  time  previous  to  the  expiration  of  the 
term;  repayment  should  be  on  the  amortization  plan;  the  loans 
should  be  only  for  the  purpose  of  purchasing  land,  paying  off  existing 
mortgage  debts,  or  making  productive  improvements  on  the  farm,  as 
the  construction  of  buildings,  drainage  and  irrigation  projects. 

In  conclusion,  I  will  only  say  that  the  theory  of  issuing  State  bonds 
or  the  establishment  of  a  State  land  mortgage  bank  by  which  bonds 
are  to  be  issued  to  secure  money  to  supply  the  needs  of  farmers  o 
tenants  is  amplv  justified  by  the  experience  and  practice  of  the  Tse^ 
Zealand,  Australian,  Canadian,  Norwegian,  and  Philippine  Govern 
ments,  and  the  feasibility  of  granting  such  loans  under  either  plan  lj 
thoroughly  justified  by  the  experience  of  eight  of  the  American  States 


